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Administration. It has been indicated in a previous volume1 that
this change of policy made itself felt principally in four ways: in
the display of less vigour in championing the cause of citizens of the
United States who had grievances against the citizens or the Govern-
ments of other American republics; in the relaxation of the political
control which the United States had established over certain republics
in the Caribbean area; in the return to the policy, which had been
followed down to 1913, of recognizing de facto Governments in South
America whether they had been established by constitutional mean's
or as the result of revolution; and in attempts to allay the uneasiness
of the Latin-American states in regard to the use of the Monroe
Doctrine as a weapon of economic imperialism. The Government of
the United States continued to act upon these principles throughout
President Hoover's term of office and also after the change of admini-
stration in March 1933.
The unwillingness of the United States Government to champion
the cause of American citizens who were at issue with the citizens or
Governments of the countries of Central and South America was
specially noticeable in connexion with defaults on loans floated in
the United States. Defaults by South American Governments, states,
or municipalities on bonds held in the United States assumed increas-
ingly serious proportions as the World Economic Crisis developed,
and by the end of the year 1931 they amounted to more than
$815,000,000.2 There was a widespread feeling in the United States
that the State Department at Washington had a certain moral
responsibility towards the bondholders who suffered from these
defaults, because of the indirect control which the Department had
exercised over the issue of foreign loans from the year 1922 onwards.
In that year an arrangement had come into force whereby bankers
who were contemplating the issue of a loan informed the State
Department in order that the proposal might be examined from the
political aspect. If the State Department approved of the proposal,
the bankers concerned were informed that there was cno objection'
to the issue of the loan, and they were reminded at the same time
that the Department could not undertake to give advice in regard to
the financial risk involved, which must be examined by the issuing
house in the normal way. This warning, however, was conveyed to
the bankers and not to the investing public, and there was no doubt
that many investors looked upon the State Department's approval
1 The Survey for 1930, Part V, section (i).
3 Evidence given before the Finance Committee of the United States Senate
on the 1st January, 1932.

